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Jeff R. Derouen

Executive Director

Public Service Commission
211 Sower Boulevard

P.O. Box 615

Frankfort, KY 40602-0615

RE: Case No. 2012-00578 (Post-Case Correspondence File)
Dear Mr. Derouen:

Enclosed please find a copy of the “Updated Plan of Wheeling Power Company and
Petition for the Commission’s Consent and Approval to Implement the Updated Plan” filed by
Wheeling Power Company on March 4, 2014 with the Public Service Commission of West
. Virginia. Wheeling Power Company is an affiliate of Kentucky Power Company.

As the Commission is aware, Kentucky Power Company owns a fifty percent undivided
interest in the Mitchell Generating Station, with the other fifty percent being owned by AEP
Generation Resources Inc. By the attached filing Wheeling Power Company seeks authority
from the West Virginia Commission to receive the transfer of AEP Generation Resources Inc.’s
fifty percent undivided interest in the Mitchell Generating Station, and associated assets and
liabilities. The transfer would not affect Kentucky Power Company’s ownership or use of the

. Mitchell Generating Station. Kentucky Power Company will continue to operate the Mitchell
Generation Station following the transfer.

Wheeling Power Company is asking the West Virginia Commission to enter an order
granting the required approvals by no later than June 13, 2014 to permit the transfer to Wheeling
Power Company on June 30, 2014.

A copy of the West Virginia Commission filing, along with a copy of this letter, are being

. served on counsel to the parties in the above matter. Please do not hesitate to contact me if you
have any questions.
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Charleston, WV 25301
Re: Appalachian Power Compan y and Wheeling Power Company
: . Case No. 11-1775-E-P .
Dear Ms. Ferrell: (&—Iéff‘c’—)gc—

: As directed by the Commnssnon in'its December 13, 2013 Order in the above-referenced procccdmg
(then-consolidated with Case No. 12-1655-E-PC), Appalachian Power Company and Wheelmg Power

Company are filing herewith in the above-referenced docket the original and twelve (12) copies of their

. Updated Plan to Serve the Load of Wheeling Power Company and Petition for the Commission’s Consent and

Approval to Implement the Updated Plan.

William C. Porth (W Va. ‘State Bar #2943)

Counsel for .
Appalachian Power Company and
. thclmg Power Company
WCP:ss
" Ericlosures
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PUBLIC SERVICE COMMISSION
OF WEST VIRGINIA '
CHARLESTON

CASE NO. 11-1775-E-P
APPALACHIAN POWER COMPANY and
WHEELING POWER COMPANY, -
public utilities.
Joint Petition for Evaluation of a Possible

Merger of Appalachian Power Company
and Wheeling Power Company.

UPDATED PLAN TO SERVE THE LOAD OF WHEELING POWER COMPANY
AND PETITION FOR THE COMMISSION’S CONSENT AND
APPROVAL TO IMPLEMENT THE UPDATED PLAN

COME NOW Appalachian Power Cc.)mpany (“APCo”) and Wﬁeeling Péwer Company

(“WPCo”) (collectively, the “Companies™) and respectfully file this Updated Plan to serve the

load éf WPCo as directed by the Commission’s Order of December 13, 2013 in then-

consolidated Case Nos. 12-1655-E-PC and 11-1775-E-P. In addition to presenting the Updated

Plan, the Companies also seck the Commission’s consent and approval, pursuant to W. Va. Code

§ 24-2-12, td implement the Updated Plan.
Procedural Background

~ On Decer'nber. 16, 2011, ;che Companiés. filed a betition initiating a proceeding for an

evaluation of a possible merger of APCo and WPCo (the “Merger”). This petition was docketed

as Case No. 11-1775-E-P (the “Mer'gér Case”) and considered, among other things, the power
supply needs of the Companies after the Merger. |

| On December 18, 2012, APCo filed a petition for the approval of an arrangement by

which certain generating assets then owned by Ohio-Power Company (“OPCo”) ‘would be
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transferred to it, This petition (the “2012 Asset Transfer Petition”) was docketed as Case No. 12-
1655-E-PC (the “Asset Transfer Case™). APCo soughf the Commission’s approval of the
transfer to it of ﬁhe two-thirds interest in Unit 3 of the John E. Amos Plant and associated
facilities then owned by OPCo (the “Amds Asset”) and a one-hélf interest in OPCo’s Mitchell
Plant and associated facilities (the “Mitchell Asset™), which has since been transferred_to AEP
Generation Reéou,rces Inc. (“Generation Resourcgs”). The proi)osed transfer of the Amos Asset
and the Mitchell Asset to APCo was designed, in part, to meet the power sﬁpply needs of the
Companies after the Merger. Also, on December 18, 2012, the Coinpanies initiated a parallel
proce:eding before thé Virginia State Corporation Commission (“VSCC”) for the approval of the
transfer of the Amos Asset and the Mitchell Asset to APCo and for approyal of the Merger. This
proceeding was docketed as Case No. PUE-2012-00141. |

On June 6, 2013, the Comr;ﬁssi;m issued an Order that, inter alia, consolidated the Asset
Transfer Case and the ‘Merger Case, |

On .fuiy 31, 2013, the VSCC issued an Order in Case No. PUE-2012-00141 in which,
amon'g“ other things»ahd subject to certain findings and requirements, it granted the Companies’
requ;zst for the transfer of the Amos Asset to APCo and the Companies’ request to merge, but
denied the Companies’ request for the transfer' of the Mitchell Asset to APCo. .

On December 13, 2013, this Commission issued an Order in the then-consolidated Asset
Tranéfer and Merger Cases (the “December .13, 2013 Order”). The December 13, 2013 Order
was a final Order in the Asset Transfer Case. Among other things, the Commission approved the
transfer to APCo of the Amos Asset; and did not abprovc but withheld a final ruling on the
transfer to APCo of the Mitéhell Asset. The Commission declined to issue a final Order

respecting the Merger, but directed the Merger Case to remain open. ‘The Commission required
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APCo to file in the Merger Case by March 3, 2014 an Updated Plan to serve the WPCo load after
- the Merger.

In its discussion of thé Merger in the December 13, 2013 Order, the Comrmission
emphasized the importance of securing a long-term, reasonably priced supply of capacity and
energy to meet the.needs of WPCo’s customers. | WPCo’s loa& is currently served by a contract
with Generation Resourcés (the “WPCo Contract”), which replaced WPCo’é power supply
contract with OPCo. The WPCo Contract will terminate if some altex;nate supply mechanism for
WPCo is implemented. Moreover, as the Commission noted in its December 13,2013 O;'der, the
WPCo Contract “may be cancelled at any time upon énly a one year notice.” ! December 13,
2013 Order at 34. In its December 13, 2013 ‘Order, the Commission observed that the transfer of
the Mitchell Asset to APCo, as proposed by APCo in the Asset Transfer Case, would provide
adequate capacity to meet the WPCo load at a cost that would provide net benefits to the
Companies’ West Virginia customers. However, the Commission concluded that, in light of the
July 31, 2013 VSCC Order in Case No. PUE-2012-00141, the transfer of the Mitchell Asset to
APCo could not proceed as probosed ét this time, Id. at 45 (Conclusion of Law No. 42).

The Commission noted that, without the transfer of the Mitchell Asset, APCo would be
left without a clear plan to serve WPCo’s load and that a significant capacity shortfall would
arise in the evet_lf of the Merger. Jd. at 33. The Commission therefo"re concluded.that it would
not bé in the public interest to consummate thé Merger and'creéte this bapac_:ity shortfall for
APCo without a deﬁne’d, economical, and ‘achievable plan in place to cover the capacity

shortfall. /d. at 33, 45 (Conclusion of Law No. 41). The Commission directed AP.C-o to develop

! On February 28, 2014, the Federal Energy Regulatory Commission (“FERC”) issued an
Order in Docket No. ER-14-899-000 that approved the WPCo Contract for an initial term, up to
December 31, 2014. The FERC’s Order is attached as Exhibit F to this Updated Plan.
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a plan to address this sho;tfall and determined that it would consider the Merger only after the
- filing of this Upd;ted Plan to acquire readily achievable and reasonably priced long-term
capacity and energy to meet WPCo’s needs. Id. at 47.
’ The Updated Plan

Since the Commission issued ifs ‘December 13, 2013 Order, the. Companies have
considered various options for serving the WPCo load. The Companies have concluded that (as
the analyses and testimony presented in the .forﬁeriy consolidated Asset Transfer and Merger
Cases clearly demonstrated) the Mitchell Asset remains the best soﬁrce of the cz'ipacity' and
energy suppfy to serve WPCo’s load. Therefore, the Companies propose to serve the WPCo lqad
with the Mitchell Asset.” But, since there appears to be only one practical option of traﬁsfe'rxing
the Mitchell Asset, without significant issues and lead time and without the consent of the
VSCC, which may or may not be obtainable, the Companies propose to transfer thé Mitchell
Asset to WPCo.. |

The Compani¢s therefore request the Commission’s consent and approval, pursuant to
W.Va. Code §24-2-12, to enter into an arrangement Wh‘ereby the Mitchell Asset will be
transferred to WPCo (the “WPCo Mitchel] Transfer”).

The Companies propose that the WPCo Mitchell Transfer be accomplished within the
next few months with a transfer price of the then-existing net book value of the Mitchell Asset.
Witfl'the traﬁsfer to WPCo of the Mitchell Asset, the WPCo Contract would terminate. The

Compahies further propose to effect the WPCo Mitchell Transfer through a series of near

2 The Companies considered different possible avenues to effect that result, including (1) a-
transfer of the Mitchell Asset to APCo to serve the post-merger load, but with a direct
assignment of the Mitchell Asset to the West Virginia jurisdiction for ratemaking purposes and
(2) a comparable transfer of the Mitchell Asset to a West Virginia company resulting from an
APCo that has been corporately separated into two state jurisdictions.
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simultaneous transactions to ensure that the transfer is accomplished without producing
unintended tax results. This series of transactions would be comparable to the series of
transactions by which the Amos Asset was transferred to APCo pursuant to the Commission’s
December 13, 2013 Order and which APCo described in detail in its 2012 Asset Transfer
Petition.  Exhibit A to this filing showsthe antigipated transactions, which are described in
more detail below, to execute the transfer of the Mitchell Asset from Generation Resources to
WPCo.

With respect to the .speciﬁc timing of the WPCo Mitchell Transfer transaction, the
Companies propose a closing at or around June 30, 2014, This date provides a number of
advantages. It would sync up with the exbected date of such revised rates as may be ordered by
the Commission in the Companies’ 2014 ENEC proceeding and thus plermit the coordination of
regulatory. action on rates associated with both the ENEC proceeding and the WPCo Mitchell
Transfer. Also, it would provide the Companies’ customers with the benefits of bower from the
Mit.chell Asset during the summer months of 2014, when the power markets may well bg
characterized by seasonally higher costs and vglatility. In order to accommodate a June 30, 2014
closiﬁg, the Companies respectfully request a final order on the WPCo Mitchell Transfer by June
13,2014.

Reasons for Adopting tﬁe Plan
The WPCo Mitchell Transfer offers signiﬁcént édvantages to the Companies’ West
'Virginia customers. As an initial matter, the Mitchell Plant is well known to the Commission
and the Companies. It is a high quality asset, with ready access to fuel. It has the environmental
controls needed to ensure its compliance with the Mercury and Air Toxics Standards Rule (the

“MATS Rule”). Mitchell is located in WPCo’s service area and provides a significant number of
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jobs to West Virginia residents and tax revenues to West Virginia governmental bodies. These
benefits were considered in detail in testimony and studies submitted in the formerly-
consolidated Asset Transfer and Merger Cases and r’ecogniged by the Commission in its
December 13, 2013 Order. December 13, 2013 Order at 40 (Findings of Fact 47-50). The
Commission observed that the Mitchell ‘Plant “is expected to continue to provide competitive
generation well into the future.” Id. at 30. Further, the Mitchell Plant is _operated efficiently in
‘acco;dance with good ptility practicé by the Companies’ affiliate Kentucky Power Company
(“KPCo”), under the ultimate supesvision of Jeffery D. LaFleur, Vice President of Generating
Assets and a witness of the Companies in the formerly consolidated Merger and Asset Transfer
Cases. The operation of the Mitchell Plant will not change w1th the WPCo Mitchell Transfer.
KPCo, which owns the other one-half interest in the Mitchell Pla.nt as discussed further below,
would continue to operate the Mitchell Plant after the WPCo Mltchell Transfer

The WPCo Mitchell Transfer will ensure that the Companies’ West Virginia customers
benefit from the many advantageous features of coiowﬁership of the Mitéhel] Plant The WPCo
Mitchell  Transfer will provide a suitable a'.msunt of 'capacity to serve WPCo's load and to
accommodate projected loa& growth associated with the growing shale gas industry in thq
Wheeling area. Exhibit B attached to this filing shows the capacity and energy positidns of a
comb_ined APCo/WPCo West Virginia jurisdiction, assuming the Companies’ Updated Plan to
transfer the Mitchell Asset is approved: This exhibit demonstrat‘es that the addition of the
Mitchell Asset to the Compan-ies.’ portfolio of plants places the Companies’ West Virginia
service areas in much more favorable energy and sapacity positions. WPCo’s acquisition of the

Mitchell Asset will ensure that the Companies’ West Virginia customers have adequate and

3 APCo’s West-Virginia customers will be advantaged as well as WPCo’s because the

Commission treats the Companies as one for ratemaking purposes. .
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reliable power supplies, while insglating them from the volatility of wholesale power markets.
Indeed,'this protection from power market volatility will become increasingly important, given
.the planned retirement of significant amounts of APCo and other coal-fired generating capacity -
in 2015, much of it as a result of the MATS Rule? on top of significant retirements over the past
fev;/ years. PJM experienced ﬁe'rethment of approximatély 11,000 MW of generation. in 2011-
2013, and expects almost another 10,500 MW to be retired in 2014-2015. The experience of this
winter’s low temperatures and high market prices for power confirms the risks of power market
volatility and the value that ownership of the Mitchell Asset would have for the Companies and
their West Virginia customers,

The WPCo Mitchell Transf_er is far subeﬁof to other options that might be contemplated,
such as constructing new ~generaﬁng capacity, acquiring existing generating capacity, dr
procuring long-term contracts ‘for power. As the Companies demonstrated in the formerly
consolidat;ad Asset Transfer and Merger Cases, these other options Aare problematic fo‘r_ a number

-of reasons. They would be more costly for the Compaiﬁeé’ customers. Further, they could lirﬁit
significantly the role of the Companies and -this Commission in providing reasonably. priced
reliable electric service for West Virginia's fesidents. For example, negotiating anew wholesé.le
powef supply contract for WPCo could increase costs over which "the Commission would have
little regulatory .ov'ersight. The WPCo Mitchell Transfer is a long-term economical power supply
option for the WPCo load, as demonstrated. by the Companies’ analyses admitted into evidence
in the formerly consolidated Asset Transfer and Merger Cases. |

The WPC§ Mitchell Transfér is a significantly better option than a new unit p;)wer
contract with Generation Resources to be supplied from the Mitchell Asset. Not only could such -

a unit power contract have many of the same shortcomings as a wholesale contract with an
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unaffiliated third party, but it would also impose higher costs on the Companies’ customers as a
result of the higher financing costs to which Generation Resources will be subject.

‘In light of the manifest benefits of the WPCo Mitchell Transfer and the evidentiary
record in the formerly consolidated Asset Transfer and Merger Cases, there is only one new issue
that would need to be resolved as the Commission considers the WPCo Mitchell Transfer. This
sole issue is the suitability of WPCo as the ultimate transferee of the Mitchell Asset. The
Companies submit that WPCo is an éppropriate transferee of the Mitchell Asset. As noted, the
WPCo Mitchell Transfer will not result in any change to the operation 6f the Mitchell Plant,
-Further, because of ﬁe combine_d ratemaking for WPCo and APCo’s West Virginia service
territory, transferring the Mitchell Asset to WPCo provides allA of the Companies’ West Virginia
customers with benefits of i:he Mitchell' Asset, For West Virginié customefs, this combined
ratemaking provides béneﬁts similar to those of the originally proposed transfer of the Mitéhell
Asset to APCo. For instance, at times the Mitchell Asset will ﬁro;iucé energy in excess of
WPCo’s needs, while at other times there may be a need to supplement available capacity and
energy with purchases from the market. However, dué to the fact that APCo’s units and the
Mitchell Asset are dispatched as ﬁart of the same market, the results on fuel costs for West
Virginia customers should be comparable to having the Mitchell Asset and APCo’s units reside
.ina sfngle company.” As more fully explained elsewhere in this Updated Plan, however, the
substitution of the Mitchell Asset't“of the WPCo Contract would move costs from ENEC rates to
base rates.

| Transaction Details
The WPCo Mitchell Transfer will be effected by means of a series of near-simultaneous

transactions designed to ensure that the transfer of Mitchell is accomplished without producing
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unintended tax results. First, Generation Resources will form a new wholly-owned subsidiary of
Generation Resources (referred to as “NEWCO Wheeling”). Gcncration Resources will
contribute to NEWCO Wheeling its interest in the Mitchell Plant. Generation Resources will
‘then distribute its shares of NEWCO thcliné to an intcrmediate holding company, AEP
Energy Suppl_y LLC (referred to herein as “AEP Energy Supply”), and AEP Energy Supply .wiIl‘
distribute those shares fo American Electric Power Company, Inc., the parént cbmpany. “In the
final step, NEWCO Wheeling will merge with and into WPCo, with WPCo being the surviving
entity. The end result will bg WPCo’s ownership of an undivided fifty percent interest
(approximately 780 MW) in Mitchell Units 1 and 2 and half of the various assets and liabilities
associated with the Mitchéll Plant. A graphic depiction of these transa}ctions is attached hereto as
Exhibit A. The form ‘of the Agreement and Plan of Merger of WPCo aﬁd NEWCO Wheeling is
attached hereto as Exhibit E. |

One ésscntiaf action ncceséitated by the WPCo Mitchell Transfer is the modification of
the Mitchell Operating 'Agrccxﬁcnt. A modified operating a.grccmc'nt will be developed which
will remove Generation Resources and add WPCo. KPCo, the opcratorA- pf the Mitchell Plant,
and American Electric Power ScMw Corporation, the other party to the operating agreement,
will continue to be parties to the agreement.

Attached to this filing as Exhibit C is a list of '.the proposcci accounting entries associated
with the transfer of the :Mitghell Asset to WPCo. If the Commission’s consent ahd approvai of
the WPCo Mitchell Transfer is granted, the Companies Wil} make a future filing secking any
additional approval that may be required with respect to financing the asset transfer proposed in

the Updated Plan, beyond the transfer of liabilities reflected on Exhibit C to this filing,
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FERC Filings

Subsequent to ﬂﬁé filing, the Companies will make any necessary filing(s) with the FERC
for the approval of the WPCo Mitchell Transfer and aﬁy associated ﬁl_ings, such as approval of
the Operating Agreement discussed previously and revisions to the Power Coordinatiop
Agreement to add WPCo as a party.

| The Merger

The Companies recognize that thé Merger has been under consideration by the
Commission for éome years and they remain committed to progressing toward its ultimate
consummation. Thére has been some functional movement in that direction. While APCo and
WPCo remain separate legal entities, various operational ﬁ_ﬁlctions that OPCo used to provide for
: 'WPCo have been assumed by personnel of the Companies. These changes should be
imperceptible to .the Companies’ customefs and should facilitaté any future transition to a
merged company.

The principal impediment to a speedy conclusion of the Merger, however, is substantially
the same set of: circumstances that the Companies discussedl in their briefs in the then-
consolidated Asset Transfer and Merger Cases and' that the Commission discussed in its
]jeéember 13, 2013 Order, namely reconciling the decisions of this Corﬁmission with those of
the VSCC. Any new or revised capacity plan for WPCo, including the Updated I"lan,.will affect
significantly WPCo’s operations. With such changes to-the status quo, APCo concludes that it
could not rely on the VSCC’s approval of thg Mergef inits July 31,2013 Order; the end result of
which would be a surviving APCo that would own (post-mergerj the very Mitchell Assét that the
VSCC declined to approve being transferred to APCo. At the very least, APCo cgncludes tha; it

‘would need to present to the VSCC the changed circumstances involved in the Merger onceé
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WPCo’s power supply plan has been determined. Accordingly, the Companies suggest that the
Merger will need to await final regulatory approval by all the relevant regulatory bodies after the
approval of a power supply plan for WPCo, before it can be consummated.
| " Deferring the Merger will not have an adverse effect oﬂ the Companies’ Weét Virginia
customers. Rather, it Qill provide those customers with significant advantages, by allowing them
to re.ceive the benefits of the Mitchell As.set at the earliest possible date, and irrespective of the
ultimate outcome of other regulatory proceedings respecting the Merger.
Form 10 Representations
As part of its request for the Commission’s consent and approval pursuant to W.Va. Code
§24-2-12, the Companies provide belbw certdin information to ensure compliance, to-the extent
necessa}y given the information already brovided in the instant proceeding, inth tﬁe
requirements of the Commissioﬁ’s Rules of Practice and Procedure and, in particular, Rule 10.9
and F&rm 10.
~ The names of the Petitioners are Appalachian waer Company and Wheeling Power
Company. APCo is incorporated in the Commonwealth of Virginia and authorized to do'
business in West Virginia. WPCo is incorporated in West Virginia. The Companies provide
electric service as public utilities in West Virginia, subject to regulation by the Commission.
Their principal o.fﬁcq in West Virginia is at 707 Virginia Street, East, Charleston, West thiﬁia :
Jss01.
The name of the affiliate with which the Petitioners wish to enter into an arrangement for.
the transfer of the Mitchell Asset is AEP Generation Resources Inc. It is incorporated in the
State of Delaware and its principal office has an address of 1 Riverside Plaza, Columbus, Ohio

43215. Additionally, to facilitate the WPCo Mitchell Transfer as discussed above without
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incurring unintended tax consequences, the special purpose affiliated entity NEWCO Wheeling
will ‘be used. NEWCO Wheeling will be iﬁcorporateq in the Stdte of West Virginia with its
principal office address at 1 Riverside Plaza, Columbus, Ohio 43215. AEP Energy Supply is a
Delaware limited liability corﬁpany with its principal éfﬁce address at 1 Riverside Plaza,
Columbus, Ohio 43215. |

The ﬁnanciﬁl condition of the Companies and their affiliates is well known to the
Commission, The Companies therefore request wavier of any requirement to ﬁle éértiﬁcates of
e:_(-istence or financial data pu;'suant to Rule 21 and Form 10, In ité December 13, 2013 Otder,
the Commi;ssioﬁ grante& an exemption from filing statements of financial condition for APCo
and its affiliates as required by Rule 21 and Form 10 and also éranted an exemption from the
filing of copies of articles of inéor‘poration. The Companies submit that these exemptions
"dispose of any requirement to file cerﬁﬁcates of existence o.r Rule 21 data in the instant
.proceeding with respect to all pertinent affiliates except NEWCO Wheeling and AEP Energy
Supply. The Companies now seek waiver with respect to NEWCO Wheeling and AEP Energy
‘Suppl'y.and also to the extent that any further.waiver is necessary.

As noted above, a copy of the form of merger agreement pursuant to which the Mitchell
Asset would be transferred to WPCo is attached as Exhibit E to this Updated Plan.

The WPCo Mitchell Transfer will enhance thé service that the Compaxﬁes provide to
their'cu'stomer's and should be approved for the reasons set forth in this Updated Piaq.

Statutory Standard

W.Va. Code §24-2-12 requires that the terms and conditions of the arr-angement'proposed

hefein are fair and reasonable, that the arrangement does.ndt' confer upon any party thereto an

undue advantage over any other party thereto, and that the arrangement does not adversely affect
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the public in West Virginia. The terms and conditions of the ‘WPCo Mitchell Transfer are
reasonable. As discussed herein, the proposed arrangement offers benefits to all of the entities
involved.and does not impose any disadvantages upon any entity. The WPCo Mitchell Transfer
‘does not advgrsely affect the pﬁblié in West Virginia. To the conﬁam, the public will be
advantéged in a number of ways, pé.rticularly the segment of the public receiving its public utility
electric. service. from APCo and WPCo. West Virginia customers of the Companies will be
~ assured .of adequate and rel'iabl.e power supplies at reasonable prices and the long-term stability
of the rates of the Companies’ West Virginia customers will be enhanced.
Cost and Rate Impacts
The WPCo Mitchell Transfer ‘will have certain rate impacts for the Companies’ West
Virginia custome;fs. Since the Companies propose that the WPCo Mitchell Transfer occur
simultaneously with the terrﬁination of the WPCo Contract, tt.lere.wil] b.e a reduction in ENEC
and an increase in base rate costs. The best approach to addressing these rate impacts would be
to synchronize the rate impacts of ENEC reductions and base rate increasés. Doing so .will.
ensure the maximum level of rate stability. This is exactly the apprqach that the Comrhission
foliqwcd when designing the Base Rate Surcharge associated with the Amos Asset. |
' The table below shows the es;timated changes in the ENEC and base rate costs anticipated
with the WPCo Mitchell Tranéfer and simultaneous cancellation of the WPCo Contract. More

detail for the numbers shown-in the table below is provided in Exhibit D.
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Annual Amounts
L : $Millions
Asset Transfer
Surcharge ENEC ~ Net
Mitchell Fixed Costs 118 118
Mitchell Net Energy Costs 78 78
WPCo Contract (termination) (173) (173)
Net Cost : . 118 (95) 23

The Companies have ;:onsidered these potential impacts in their request of a new ENEC
rate effective July 1, 2014 é.nd recommend that, eﬁ‘ecti\{e with the closing of the WPCo Mitchell
Transfe;, assuming the Companies’ requested ENEC increase is granted, an offSetting increase in
a base rate surcharge rider and a reduction of ENEC rates of $118 million should be
implemented, thus resulting in no increase in total rates beyond the proposed ENEC increase.
The Companies propdse no additional change to ENEC in this p?ooeeding, since it is recognized
| that the net $23 million is within the range of historical variation from the Companies’ forecasts.
' Thé .base rate surci]arge rider would be in effect until new base rates are established in the
:Compaxﬁes’ 2014 bésg: rate case. Any difference between actual -ENEC revenues and costs
‘would be recognized in the Companies’ 2015 ENEC case. “That said, the Compgmies

aclm;)wledge that other procedural ﬁpﬁroaches could be téken, particularly given the Companies’
2014 ENEC and base rate cases.

With this approach to rﬁtemaking, as noted above, the WPCo Mitchell Transfer would
:provide the Cqmpanies’ Wes;c Virginia customers with significant benefits, including enhancing
long term rate stability and mitigating the effects of wholesale power market volatility.
Moreover, the Companies’ West Virginia customers would have the benefit of any off system

sales from the Mitchell Asset,
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Procedural Schedule
The Companies recognize that certain procedural matters will need to be addressed as the
Updated Plan and the Companies’ request for the WPCo Mitchell T;aﬁsfer are considered.

These procedural matters include the information to be supplied by the Companies and a
schedule foe gdjudicating the Companies’ proposal. Additional procedural matters that could be
addressed include intervention, notice, aﬁd the use of the evidenfiary record in the formerly
consolidated Asset Transfer and Merger Cases in the WPCo Mitchell Transfer docket. The
Companies offer the following observations and comments. |

The Companies respectfully' suggest _that the Commission issue a procedural Order
detailing how consideration of the WPCo Mitchell Transfer should proceed and specifying ‘times,
to the extent necessary, for any additional intervention, discovery, supplemental testimony, and -
evidentiary hearings. This .procedural Order should clarify the scope of the Commission’s
consideration of the WPCo Mitchell Transfer by noting that the evidentiary record in the
formerly consolidated Asset Transfer and Merger Proceedings constitutes part of the evidentiary‘_,
record in the Cornmis;ion’s_ consideration of the WPCo Mitchell Transfer,- that the issues
resolved by the December 13, 2013 Ox.rder are not sﬁbjecf to de novo re-litigation, and that the
only issue to be ruled on is the suitability of WPCo as the ultimate Uaneferee of the Mitchell
Asset. | | |

In any event, the Companies propose June 30, 2014 as the date of the WPCo Mitchell
Transfer and the termination of the WPCo Contract. The Companies respectfully request that the
‘Commission adopt a procedural schedule that allows for the adjudicatiori of this proceeding

- comfortably in advance of that date, with the iseuance of a final order by June 13, 2014.

{R0883055.7) : 15



WHEREFORE the Companies respectfully request that the Commission enter an Order
approving this Updated Plan, grantihg its consent and approval for WPCo to enter into the
proposed arrangement for the transfer of the Mitchell Asset, granting waivers as requesied

herein, and grénting such other relief as may be appropriate.

Respectfully submitted,

APPALACHIAN POWER COMPANY and
WHEELING POWER COMPANY

By Counsel

" William C. Porth (WV State Bar #2943)
Brian E. Calabrese (WV State Bar #12028)
Robinson & McElwee PLLC
P. 0. Box 1791
Charleston, West Virginia 25326

James R. Bacha

Hector Garcia

Yazen Alami

American Electric Power Service Corporation
1 Riverside Plaza '
Columbus, Ohio 43215

Counsel for Appalachian Power Conipany
and Wheeling Power Company .

Dated: March 4, 2014

" (R0O883055.7} | 16
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AMERICAN ELECTRIC POWER

Step 2: NEWCO Wheeling Inc. shares distribnted to AEP Energy Supply LLC
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AMERICAN ELECTRIC POWER

Step 3: NEWCO Wheeling Inc. shares distributed to AEP Company, Inc.
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Step 4: NEWCO Wheeling Inc. merges into Wheeling Power Company
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FINAL STRUCTURE

American Electri
Power Company,
Inc.

WPCO
(Wheeling Powe
Company)

AEP Generatio
Resources Inc.

G 1o g afeq
V hayx3



Exhibit B

Page 1 of 1
NET CAPACITY AND ENERGY POSITONS FOR WV
CAPACITY - NET MW ABOVE PJM RESERVE REQUIREMENT OF 15.7%
TOTAL West Virginla
APC APC weC TOTAL
PIM PY 100% 43.4% 100% WV Jurisdictlon

2015 75 33 178 211
2016 67 29 168 198
2017 16 7 165 172
2018 362 157 163 320
2019 370 161 161 321
2020 351 152 158 310
2021 300 130 154 284

ENERGY - NET GWH PURCHASES (MARKET SALES LESS MARKET PURCHASES) - SHORT POSTION = ()

TOTAL West Virginia
APC APC WPC TOTAL
Year 100% 42.6% 100% WV Jurisdiction
2015 (3,920) (1,670) 532 (1,138)
2016 (3,777) (1,609) 1,200 (409)
2017 (1,795) (765) 1,313 548
2018 (3,080) (1,312) 1,209 {103)
2019 (2,452) (1,045) 1,154 109
2020 (2,778) (1,183) 1,384 201

2021 (2,890) (1,231) 1,152 (80)
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WHEELING POWER COMPANY PROPOSED ACCOUNTING ENTRIES

Wheeling Power Company is providing proposed accounting entries reflecting the proposed
transfer of AEP Generation Resources® generation assets and related liabilities to Wheeling Power

Company.

The proposed accounting entries in this filing are based on account balances as of December 31,
2013. While these balances reasonably represent the expected assets, liabilities and total capitalization
to be transferred, the actual account balances at the time of transfer will be different and the methods
employed will be morc;, detailed and precise. The transfer of assets constituting an operating unit or
system will be recorded through Account 102 consistent with the instructions of Electric Plant
Instruction No. 5 of the Federal Energy Regulatory Commission’s Uniform System of Accounts.

Wheeling Power Company will submit proposed final accounting entries within six months of
the consummation of the transaction reflecting all entries made on the books and records of Wheeling
Power Company pursuant to the Federal Energy Regulatory Commission’s Uniform System of

Accounts, along with appropriate narrative explanations describing the basis for the entries.



A. TO BE RECORDED ON THE BOOKS OF WHEELING POWER COMPANY (WPCO):

Exhibit C
Page 2 of 2

ENTRY 1: TORECORD THE TRANSFER OF CERTAIN GENERATION ASSETS & RELATED LIABILITIES TO WPCO (Based

on 12/31/13 Balances)
(in thousands)
Account  Account Description Deblt Credit
102 Etectric Plant Purchased or Sold 682,308
124 Cther Investments 2,634
151 Fuel Stock 32,979
152 Fuel Stock Expenses Undistributed 1,041
154 Plant Materials and Operating Supplies 10,533
158.1,158.2  Allowances 3,159
1823 Regulatory Assets 28,835
186 Miscellaneous Deferred Debits 4474
190 Accumulated Deferred Income Tax 21,033
201-226 Proprietary Capital & Long-term Debt 556,871
230 Asset Retirement Obligations 16,421
236 Taxes Accrued 4,175
242 Miscellaneous Current and Accrued Liabllities 267
253 Other Deferred Credits 356
281 Accum, Deferred Income Taxes-Accelerated Amort Property 61,534
282 Accum. Deferred income Taxes-Other Property 93,124
283 Accum. Deferred Income Taxes-Other 54,248
Total i 786996 | | 786,996 |
ENTRY 2: TO CLEAR THE BALANCE IN ACCOUNT 102 TO THE APPROPRIATE ELECTRIC PLANT ACCOUNTS, IN
ACCORDANCE WITH CFR 18 PART 101, ELECTRIC PLANT INSTRUCTIONS 5(B).
_ (in thousands)
Account  Account Description Deblt Credit
101-106 Utility Plant 917,142
107 Construction Work In Progress 75,253
102 Electric Plant Purchased or Sold 682,308
108, 111,115 Accum Prov for Depreciation & Depletion - Utility 310,087
Total L 992395 | | 992,395 |




W e 4R e 2

Wheeling Power Company

Estimated Surcharge for
Transferring 50% of Mitchell Plant to WPCo
Revenue
Requirement*
($000)

‘Line

(1) RateBase(a) $677,973
(2)  Rate of Return (b) 7.176%
(3) Return Component on Plant in Service $41,475
(4) Rate Base Financed by Equlty (b) $252,249
(5)  Return on Rate Base Financed by Equity $25,225
(6) Return Grossed Up for Taxes $33,904
(7)  Income Taxes (@ 25.6%) (c) $8,680
(8) Pre-tax Return Requirement $50,155
(99 O&M Expense $32,069
(10) Depreciation and Amortization $29,463
(11) Taxes Other Than Income Taxes $6,394
(12)  Annual Revenue Requirement $118,081

*Excludes ENEC components
(a) Rate base at transfer date will include evironmental CWIP, if any.

(0)

(c) Tax rate approved in case number 10-0699-E-42T,

Based on Capital Structure and 10% Return on Equity from case nos. 13-
0467-E-Gl and 10-0699-E-42T, respectively. Inciudes est. cost for WPCo

L-T Debt of 5.25%.

Exhibit D
Page 1 of 2
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APPALACHIAN POWER COMPANY
AND WHEELING POWER COMPANY

Expanded Net Energy Cost

With Wheeling Contract Compared to Mitchell Transfer to Wheeling

($000)

'Expanded Net Energy Cost ($000)

Exhibit D

Fossii Generation (Energy)

Fuel Expense
Fuel Handling

Plus:

Purchased Power Non-Affll (Energy)
Purchased Power Non-Affil (Demand)
Purchased Power Affii (Demand)

Purchased Power Affil (Energy)

Purchased Power - Wind (Energy)

PJM Anclliarles (Demand)

PJM Anclliaries (Energy)

Capacity Settlement (Demand)

Off-System Sales Recelved from Pool (Energy)
Primary Energy Received (Energy)

FTR Revenue Net of Congestlon Costs - LSE (Demand)
Transmission Losses (Energy)

802, NOx and CO2 Expenses (Energy)

Less:

Energy Dellvered to Pool for Off-System Sales (Energy)
Primary Energy Dellvered (Energy)

Transmisslon Agreement Costs (Demand)

3rd Party Transmission Revenue (Demand)

3rd Party Transmisslon Revenue (Energy)

Off-System Sales Revenue COGS (Demand)
Off-System Sales Revenue COGS (Energy)

Off-System Sales Margin (Demand)

Off-System Sales Margin (Energy)

Galn/{Loss) on Sale of Allowances (Energy)

Total Expanded Net Energy Cost (§000)

Expanded Net Energy Cost (Demand & Energy)

Total Demand
Total Energy

Total Expanded Net Energy Cost ($000)

Memo ltems;

Amos Low Sulfur Coal Inventory
Transmisslon Agreement Phase-in Deferais
Wheeling Contract Expenses (Demand)
Wheeling Contract Expenses (Energy)

Total

Page 2 of 2
ENEC ENEC Impacts
With Wheellng  With Mitchell  Comparison
Contract_ Trensfer to WPCo Totals
758,881 92,528 851,409
48,599 3,791 60,391
277,545 20,513 298,058
64,221 - 64,221
(9,048) (1,231 (10,279)
29,934 3,001 32,935
4,526 465 4,990
15,508 1,506 17,011
60,593 7,655 68,248
(93,540) (9,827) (103,368)
86,760 5,720 92,480
105 - 105
121,692 33,960 155,653
6,181 2,422 8,603
84,897 17,218 82,115
153 271 424
1,052,510 78,465 1,130,974
(3.823) 920 (3.004)
1,056,433 77,545 1,133,978
1.05@0 78,465 1,130,874
20,528 20,528
1,150 1,150
54,521 (54,521) .
118,633 (118.633) -
1,247,342 (94,889) 1,152,653
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'AGREEMENT AND PLAN OF MERGER
BETWEEN

WHEELING POWER COMPANY

a West Virginia corporation

and

NEWCO WHEELING INC.

a West Virginia corporation

AEP Legal 912522.2
. 02/27/12014 15:37:45
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This AGREEMENT AND PLAN OF MERGER is entered into as of this_____ day of
., 201_, under Sectién 31D-1l1-l_102 and 31D-11-1106 of the West Virginia
Corporation Act, betvx;een WHEELING POWER COMPANY, a West Virginia corporation
(*WPCo"), and NEWCO WHEELING INC., a West Virginia corporation (“NEWCO

Wheeling”).

RECITALS

1. WPCo is a corporation duly organized, validly existing and in good standing under the
laws of West Virginia and is a wholly owned subsidiary of American Electric Power
Company, Inc., a New York corporation (“AEP”), which is a public utility holding
company.' WPCo is a regulated public utility engaged in the business of providing
electric power and related services to its cus‘toniers.

2. NEWCO Wheeling is a corporation duly organized, validly existing and in good standing
under the laws of West Virginia and is a-wholly owned subsidiary of AEP. NEWCO
Wheeling owns ccrtéin electric generating facilitiqs; howevei, it is not a regulated public
uilty, |

3. WPCo currently has authorized 150,000 shares of common stock, no par value, of which
150,000 are issued and outstanding and held by AEP. ,

4, NEWCO WPCo currently has authorized 100 shares of common stock, no par value, of
which 100 are issued and outstanding and held by AEP.

5. The Federal Energy Regulatory Commission and the Public Service Commission of West

Virginia have authorized the merger of NEWCO Wheeling with and into WPCo.

" AEP Legal 912522.2
02/27/12014 15:37:45
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6. The Boards of Directors of WPCo and NEWCO Wheeling have each determined that it is
in the best interest of both companies and their shﬁreholders to merge NEWCO Wheeling
with and into WPCo, and have, by resolutions, duiy approved and adopted this
Agreement and Plan of Merger. AEP, the sole shareholder of WPCo and NEWCO
| Wheeling, has approved this Agreement and Plan of Merger.
AGREEMENT
Now, therefore, in consideration of the premises and agreements contained herein, the
pérties agree as follows:

ARTICLEI
NAMES OF CORPORATIONS; MERGER

The names of the constituent corporations to the merger are “Wheeling Power Company”
and “Newco Wheeling Inc.” In accordance with the laws of West Virginia and this Agreement
and Plan of Merger, NEWCO Wheeling shall be merged with and into WPCo which shall be,

and is herein referred to as, the “Surviving Corporation.”

ARTICLE II
EFFECTIVE TIME

As soon as practicable after the execution hereof, Articles of Merger shall be filed, as
required by the West Virginia Corporation Act, with the Secretary of State of West Virginia.
The merger shall become effective at p.m. on _201_. Such date and time

shall be the “Effective Time” referred to in this Agreement and Plan of Metrger.

AEP Legal 912622.2
02/27/12014 15:37:45
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' ARTICLE I
EFFECT OF MERGER; ARTICLES OF INCORPORATION;
BY-LAWS; DIRECTORS AND OFFICERS ON THE EFFECTIVE DATE
At the Effective Time, NEWCO Wheeling shall be merged with and into WPCo (the
“Merger”), the separate corporate existence of NEWCO Wheeling shall cease, and WPCo
shall be the confinuing and Surviving Corporation in the merger and shall continue to
exist under the laws of West Virginia.
The Surviving Corporation shall have all the rights, privileges, immunities and powers
and shall be subject to all of the duties and liabilities of a corporation organized under the
West Virginia Corporation Act. Title to all real estate and other property owned by
WPCo and NEWCO Wheeling shall be vested in the Surviving Corporation and the
Surviving Corporation shall have all the liabilities of WPCo and NEWCO Wheeling,
Any proceeding pending against WPCo or NEWCO Wheeling at the Effective Time may
be continued as if the Merger did not occur or the Surviving Corporation may be
substituted in such proceeding in the case of any such proceeding against NEWCO
Wheceling.
The Restated Articles of Incorporation of WPCo, as in effect immediately prior to the
Effective Time, shall be the Restated Articles of Incorporation of the Surviving
Corporation until they shall thereafter be duly altered or amended. -
The By-Laws of WPCo, as in effect immediately prior to the Effective Time, shall be the
By-Laws of the Surviving Corporation until they shall thereafter be duly altered or

amended.

AEP Legal 912522,2
02/27/2014 15:37:45
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3.5  The directors and officers of WPCo immediately prior to the Effective Time shall
continue to be the directors and officers of the Surviving Corporation until changed in

accordance with law.,

ARTICLE IV
CONVERSION OF SHARES

The manner of carrying into effect the Merger, and the manner and the basis of
converting and canceling the capital stock of the constituent companies, shall be as follows: At
the Effective Time, (1) each share of capital stock of WPCo then issued and outstanding shall, by
virtue of the Merger and without any action by the holder thereof, constitute one issued and
outstanding share of stock of the Surviving Corporation and shall include the same righté,
privileges and prefergnces as appénained to the capitai stock of WPCo immediately prior to the
merger; (2) each share of capital stock of NEWCO Wheeling then issued and outstanding shall,
by virtue of the Merger and without any action by the hélder thereof, be canceled and
extinguished; and (3) no new or additional stock of the Surviving Corporation shall be issued in
consummating the Merger.

ARTICLE V
MISCELLANEOUS

5.1  The parties to this Agreement and Plan of Merger shall pay the expenses incurred by

| each of them, respectively, in connection with the transaction; contempla’;ed herein,

5.2-  The title of this Agreement and Plan of Merger and the headings herein set out are
for the convenience of reference only and shall not be deemed to be part of this

Agreement and Plan of Merger.

AEP Legal 912522.2
02/27/12014 15:37:45
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53  Subject to applicable law, this Agreement and Plan of Merger may be amended by
agreement between the parties hereto and approved by their respective Board of
Directors. |

54  This Agreement and Plan of Merger and the legal relatiqns between the parties hereto
shall be governed by and construed in accordance with the laws of West Vi@nia.

5.5  The parties intend that, for United States federal income tax purposes, the merger will
qualify as a reorganization within the meaning of Section 368(a) of the Internal Revenue
Code of 1986, as amended (the “Code”), and that this Agreement and Plan of Merger will
be, and is hereby, adopted as a plan of reorganization for purposes of Section 368(a) of

the Code.

Signatures appear on the following page

AEP Legal 912522.2
02/27/2014 15:37:45
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IN WITNESS WHEREOQF, each of WPCo and NEWCO Wheeling has caused this -
Agreement and Plan of Merger to be executed on its behalf and in its corporate name as of the
date first above written. |

WHEELING POWER COMPANY

By

Its

NEWCO WHEELING INC.

By

Its

AEP Legal 912522.2
02/27/2014 15:37:45
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146 FERC { 61,141
UNITED STATES OF AMERICA
FEDERAL ENERGY REGULATORY COMMISSION

Before Commissioners: Cheryl A. LaFleur, Acting Chairman;
Philip D. Moeller, John R. Norris,
and Tony Clark.

AEFEP Generation Resources Inc. Docket No. ER14-899-000

ORDER GRANTING AUTHORIZATION TO MAKE AFFILIATE SALES AND
ACCEPTING TARIFF FILING

(Issued February 28, 2014)

1. In this order, we accept the power supply agreement (Assigned Contract) filed on
December 30, 2013 by AEP Generation Resources Inc. (AEP Generation), effective
January 1, 2014, In light of the totality of the facts and circumstances of this case, we
grant AEP Generation’s request for authorization to make wholesale power sales to its
affiliate Wheeling Power Company (Wheeling) for an initial term, effective January 1,
2014 and expiring on or before December 31, 2014, as discussed below. We also grant
AEP Generation’s request for waiver of 18 C.F.R. §§ 35.11, 35.13, and 35.39(b), as
discussed below.

| B Background

2, Ohio Power Company (Ohio Power), AEP Generation, and Wheeling are
subsidiaries of American Electric Power Company, Inc. AEP Generation states that
Wheeling serves retail customers in West Virginia but does not own or operate any
generating facilities, and that Ohio Power entered into a full requirements contract
(Existing Contract) with Wheelmg on November 29, 2009. The Ex15tmg Contract was
accepted on January 8,2010.!

3. AEP Generation states that the Existing Contract was to terminate upon the merger
of Wheeling into Appalachian Power Company (Appalachian) (Wheeling-Appalachian
merger), which was expected to take place on or about December 31, 2013. AEP
Generation states, however, that the Public Service Commission of West Virginia (West
Virginia Commission) issued an order on December 13, 2013 deferring its ruling on the

1 Ohio Power Co., Docket No. ER10-275-000 (Jan. 8, 2010) (delegated letter
order). See Ohio Power Company First Revised Rate Schedule FERC No. 18.
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merger subject to further evaluation of alternatives to serve Wheeling’s load.> As a result
of the West Virginia Commission’s deferral, the Wheeling-Appalachian merger was not
consummated by December 31, 2013.

4, AEP Generation states that it was formed to take ownership of and operate
generation resources previously owned by Ohio Power. AEP Generation explains that
those generation resources were transferred to AEP Generation on or about December 31,
2013 as part of Ohio Power’s state-mandated corporate reorganization approved by the
Commission on April 29, 20133 under section 203 of the Federal Power Act.* AEP
Generation states that because the Wheeling-Appalachian merger did not close as
originally proposed, Wheeling needs the power provided under the Existing Contract to
serve its retail customers on and after January 1, 2014. Accordingly, AEP Generation
states that the Existing Contract was assigned to AEP Generation who would begin
serving Wheeling on January 1, 2014 under the Assigned Contract. As a result of the
assignment of the Existing Contract from Ohio Power Company to AEP Generation, AEP
Generation has requested authority to make sales to its affiliate, Wheeling (Proposed
Transaction), as well as acceptance of the Assigned Contract.

II. Request for Waiver and Authofization to Make Affiliate Sales

5. AEP Generation notes that section 35.39(b) of the Commission’s regulations®
provides that sales of electric energy and capacity between a franchised public utility
with captive customers and a market-regulated power sales affiliate must receive prior
Commission approval. AEP Generation submits that good cause exists for the
Commission to waive the requirements under section 35.39(b) of its regulations. AEP
Generation states that it did not know with certainty until mid-December that the
Wheeling-Appalachian Merger would not close on December 31, 2013 as originally
proposed and that Ohio Power would thus need to transfer the Existing Contract to AEP

? See Appalachian Power Co. and Wheeling Power Co., Docket No. 11-1775-E-P
(Public Service Commission of West Virginia, Dec. 13,2013). AEP Generation notes that
the Virginia State Corporation Commission approved the Wheeling-Appalachian merger,
subject to certain conditions, and that the transaction was submitted to the Commission and
approved in Appalachian Power Co. and Wheeling Power Co., 143 FERC 62,072
(2013). '

3 Ohio Power Co.and AEP Generation Resources, Inc., 143 FERC § 61,075
(2013) (Ohio Power), order on reh’g, 146 FERC § 61,016 (2014).

416 US.C. § 824b (2012).
18 C.F.R. § 35.39(b) (2013).



Exhibit F
Page 3 of 7

Docket No, ER14-899-000 -3-

Generation. Therefore, AEP Generation states that it could not submit the Assigned
Contract for prior approval 60 days before January 1, 2014, AEP Generation submits that
by granting the waiver, the Commission will promote a seamless transition under the
reorganization and enable Wheeling’s load requirements to continue to be met under the
same rates, terms, and conditions that have been accepted by the Commission.

6. AEP Generation further notes that parties to such transactions must demonstrate
that their agreement does not show evidence of affiliate abuse such that the traditional
franchised utility provided an undue preference (i.e., agreed to sell power at a price
below-market or to purchase power at a price above-market) to its market-regulated
power sales affiliate.5 AEP Generation states that this concern is not present here for the
following reasons. AEP Generation states that it had no role in drafting the Existing
Contract, because AEP Generation did not exist and there were no plans for corporate
reorganization at the time. Additionally, AEP Generation states that the Existing
Contract was negotiated between two franchised public utilities (Wheeling and Ohio
Power). Moreover, AEP Generation represents that the Existing Contract was the result
of a Joint Stipulation.entered into by Wheeling, the West Virginia Commission staff and
the Consumer Advocate Division of the West Virginia Commission.

7.  AEP Generation notes that the Commission recognized in Ohio Power that if the
Wheeling-Appalachian merger did not close by December 31, 2013, AEP Generation
would assume Ohio Power’s obligations under the Existing Contract. Further, AEP
Generation explained in its section 203 application that “if the [Existing] Contract were
assigned to AEP Generation Resources, there would be no adverse impact on Wheeling
and its retail customers because the non-fuel components of the contract are fixed and the
fuel charges will reflect the actual cost of the fuel consumed to serve Wheeling’s load.”’

III. Notice of Fl_lmg and Responsive Pleadings

8. Notice of AEP Generation'’s filing was published in the Federal Register, 79 Fed.
Reg. 1374 (2014), with motions to intervene and protests due on or before January 21,
2014. None was filed.

§ See Boston Edison Co. Re: Edgar Electric Energy Co.,55 FERC 61,382 (1991)
(Edgar). ‘

7 Application at 2 (citing Application for Authorization to Transfer Jurisdictional
Assets under section 203 of the Federal Power Act, Docket No. EC13-26 (Oct. 31, 2012)
at 24).
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IV. Discussion

A.  Affiliate Sales Anelzsis

9. In Edgar, the Commission stated that, in cases where affiliates are entering into
market-based rate sales agreements it is essential that ratepayers be protected and that
transactions be above suspicion in order to ensure that the market is not distorted.®
According to Edgar, parties to such transactions must demonstrate that their agreement
does not evidence affiliate abuse (i.e., that the traditional franchised utility did not
provide an undue preference to its market-regulated power sales affiliate). The
Commission extended the Edgar criteria in Southern California Edison Company, On
behalf of Mountainview Power Company, LLC® to apply to all affiliate long-term gone
year or longer) power purchase agreements, whether cost-based or market- based.!

10. InEdgar, the Commission further provided “[t]he following examples of ways to
demonstrate lack of affiliate abuse,” noting that the list was not necessarily all-

inclusive: (1) evidence of head-to-head competition; (2) evidence of prices which non-
affiliated buyers were willing to pay for similar services from the project; and

(3) benchmark evidence that shows the prices, and terms and conditions of sales made by
nonaffiliated sellers, which could include purchases made by the utility itself or by other
buyers in the relevant market.™

11.  Wedo not agree with AEP Generation that the affiliate abuse concern is not an
issue in this case. However, under the totality of the facts and circumstances of this
particular case, we will grant AEP Generation’s request for waiver of section 35.39(b) of
the Commission’s regulations and grant AEP Generation limited authorization to make

8 Edgar, 55 FERC at 62,167.

? Southern California Edison Company, On behalf of Mountainview f’ower
Company, LLC, 106 FERC 9 61,183, order on reh’g, 109 FERC 4 61,086 (2004), order
on reh’g, 110 FERC 61,319 (2005).

072 pss.

1 Edgar, 55 FERC at 62,168. See.also Market-Based Rates for Wholesale Sales
of Electric Energy, Capacity and Ancillary Services by Public Utilities, Order No. 697,
FERC Stats. & Regs. 931,252, at P 540, clarified, 121 FERC 961,260 (2007), order on
reh’g, Order No. 697-A, FERC Stats. & Regs. § 31,268, clarified, 124 FERC § 61,055,
order on reh’g, Order No. 697-B, FERC Stats. & Regs. 731,285 (2008), order onreh’g,
Order No. 697-C, FERC Stats. & Regs. 9§ 31,291 (2009), order on reh g, Order
No. 697-D, FERC Stats. & Regs. § 31,305 (2010), aff*d sub nom. Mont. Consumer
Counsel v. FERC, 659 F.3d 910 (9th Cir. 2011), cert. denied, 133 S. Ct. 26 (2012).
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sales to Wheeling under the terms of the Assigned Contract for the initial Assigned
Contract term, i.e., from January 1, 2014 through December 31, 2014,

12.  We find that the following unique facts and circumstances in the totality warrant a
waiver of section 35.39(b) of the Commission’s regulations and limited authorization for
the affiliate transaction: (1) the Proposed Transaction and related affiliate sale are the
result of Ohio’s state-mandated restructuring; (2) the affiliate sales authorization will be
for a limited term (through no later than December 31, 2014), as noted below; (3) the
rates, terms and conditions of the Assigned Contract have not changed from those in the
Existing Contract; (4) the Existing Contract was the result of a Joint Stipulation

. involving, among others, the West Virginia Commission staff and the Consumer
Advocate Division of the West Virginia Commission; (5) as stipulated in section 19.2 of
the Assigned Contract, the West Virginia Commission is exploring options for meeting
the future power supply requirements of Wheeling, and the Assigned Contract will
terminate if some alternative supply mechanism is implemented for Wheeling, thus
providing additional protection for captive retail customers; (6) Wheeling has an
immediate requirement to supply power to its retail customers as of January 1, 2014; and
(7) the parties did not know until mid-December that the Wheeling-Appalachian merger
would not occur and that the Existing Contract would have to be assigned due to the
actions of a third party, the West Virginia Commission.

13,  As such, we will grant limited authorization for AEP Generation to make affiliate
sales under the Assigned Contract until the earlier of: (1) the termination of the Assigned
Contract upon consummation of the Wheeling-Appalachian merger; (2) the termination

. of the Assigned Contract upon the implementation of an alternative supply mechanism
for the Wheeling load in accordance with section 19.2 of the Assigned Contract; or

(3) the end of the initial term of the Assigned Contract on December 31, 2014.

14. 'Inaddition, we will require that if the Assigned Contract does not terminate prior
to December 31, 2014 and AEP Generation intends to continue to make sales under the
Assigned Contract to its affiliate, Wheeling, AEP Generation must request Commission
authorization to continue performance under the Assigned Contract. Such request must
be filed at least 60 days prior to December 31, 2014, and must include a traditional Edgar
demonstration regarding affiliate abuse concerns as required by 18 C.F.R § 35.39 of the
Commission’s regulations.

B. Power Supply Agreement

15.  The terms of the Assigned Contract provide that AEP Generation will serve
Wheeling’s full load requirements under fixed terms including firm power, surplus
power, curtailable service, back-up service, and maintenance service. The contract
includes a fuel clause that reflects fuel costs associated with the energy delivered to
Wheeling. Changes from the Existing Contract have been made to reflect the change in
name of the seller, and the fact that AEP Generation does not have a service tetritory,
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franchised retail customers, or own or operate transmission facilities. There are no
changes to the provisions setting out the non-fuel and fuel charge provisions, or the terms
and charges for other various services from when the Existing Contract was accepted by
the Commission on January 8,2010.

16. We grant AEP Generation’s request for waiver of the 60-day notice requirements
to allow the Assigned Contract to become effective January 1, 2014, Moreover,
because the filing does not constitute a change in rates and there will be no impact on
Wheeling’s customers, to the extent 18 C.F.R. § 35.13(c) requires comparisons of “sales
and services and revenues from sales and services under the rate schedule, tariff, or
service agreement to be superseded,” good cause exists to waive these requirements. We
therefore grant AEP Generation’s request for waiver of the provisions of 18 C.F.R.
§35.13 that would require it to provide cost-of-service information for this initial term
ending on or before December 31, 2014, and 18 C.F.R. § 35.11 to the extent necessary to
allow a January 1, 2014 effective date.

17.  On the basis of the totality of the facts and circumstances of this case, as discussed
above, we accept the Assigned Contract for filing effective January 1, 2014. We remind
AEP Generation’s affiliate, Ohio Power, that, g)ursuant to 18 C.F.R. § 35.15, it needs to
make a filing to cancel the Existing Contract.! .

The Commission orders:

(A) AEP Generation’s request for waiver of sections 35.11, 35.13, and 35.39(b)
is granted, as discussed in the body of this order.

(B) AEP Generation’s request for authorization to make power sales to
Wheeling under the Assigned Contract is granted effective January 1, 2014 until the
earlier of: (1) the termination of the Assigned Contract upon consummation of the
Wheeling-Appalachian Merger; (2) the termination of the Assigned Contract upon the
implementation of an alternative supply mechanism for the Wheeling load in accordance
with séction 19.2 of the Assigned Contract; or (3) the end of the initial term of the
Assigned Contract on December 31, 2014, as discussed in the body of this order.

12 See Cent. Hudson Gas & Elec. Corp., 60 FERC 61,106, at 61,338 (1992).
13 Ohio Power Company First Revised Rate Schedule FERC No. 18.
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(C) The Assigned Contract is accepted for filing effective January 1, 2014, as
discussed in the body of this order.

By the Commission.

(SEAL)

Nathaniel J. Davis, Sr.,
Deputy Secretary.
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APPALACHIAN POWER COMPANY and
WHEELING POWER COMPANY,
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Joint Petition for Evaluation of a Possible
Merger of Appalachian Power Company
and Wheeling Power Company.
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Derrick P. Williamson, Esquire
Spilman Thomas & Battle, PLLC
1100 Bent Creek Blvd., Suite 101
Mechanicsburg, PA 17050
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West Virginia Energy Users Group

Susan J. Riggs, Esquire
Spilman Thomas & Battle, PLLC
300 Kanawha Blvd., Eas
P.O. Box 273 '
Charleston, WV 25321-0273
Counsel for
West Virginia Energy Users Group
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Zachary M. Fabish, Esquire
The Sierra Club
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Washington, DC 20001
Counsel for

The Sierra Club

Charles K. Gould, Esquire
Thomas E. Scarr, Esquire
Jenkins Fenstermaker, PLLC
325 8™ Street, 2™ Floor
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Mike Becher, Esquire
Appalachian Mountain Advocates
P.0.Box 507
Lewisburg, WV 24901
Counsel for

The Sierra Club

Vincent Trivelli, Esquire

178 Chancery Row

Morgantown, WV 26505

Counsel for

WYV State Building & Construction
Trades Council, AFL-CIO

Damon E. Xenopoulos, Esquire
Brickfield, Burchette, Ritts
& Stone, PC

1025 Thomas Jefferson St.,, NW
8™ Floor — West Tower.
Washington, DC 20007
Counsel for

Steel of West Virginia, Inc.
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